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Moultrie Independent Telephone Company ("Moultrie") is a rural independent local

exchange telephone company ("ILEC") serving 806 access lines in central Illinois. As

detailed below, the proposed rules in the instant NPRM1
, if implemented, will make it

economically impossible for rural ILECs, such as Moultrie, to offer advanced

telecommunications services to their customers.

1. Introduction

The Commission proposes to promulgate rules requiring each ILEC providing

advanced telecommunications services to do so in one oftwo ways: (1) provide the advanced

telecommunications services itself, but be subject to the onerous interconnection and resale

obligations ofSection 251 ofthe Communications Act;2 or (2) create a separate affiliate with

unique requirements, including its own officers. directors. and employees. Such separate

affiliate would not be subject to Section 251.

I Deployment of Wireline Services Offering Advanced Telecommunications Capability,
Memorandum Opinion and Order, and Notice ofProposed Rule Making, FCC 98-188, CC
Docket 98-147 (August 7, 1998) (hereinafter "NPRM').

2 47 U.S.c. § 251.
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As outlined in initial comments filed by Moultrie, the Rural Telecommunications

Group ("RTG"), and the National Rural Telecom Association and Organization for the

Promotion and Advancement ofSmall Telephone Companies ("NRTAlOPASTCO"), ifthe

rules proposed in the NPRM are adopted and applied to rural ILECS, most of these

companies will not invest in advanced telecommunications services because ofthe extremely

high costs and arduous regulations the companies would face if they offered the services.

There is no incentive for Moultrie to invest money, time and human resources into creating

the infrastructure that would be necessary to provide advanced services directly. Under the

Commission's proposed regulations, Moultrie would be required to provide its competitors

unbundled access to the very infrastructure it invested time and money into creating. Where

is the incentive for Moultrie, or any rural telco, to invest its limited resources in an advanced

telecommunications infrastructure from which its competitors would then be able to cherry

pick Moultrie's customers? There is no incentive.

The Commission's proposed separate affiliate rules would require Moultrie to create

an entirely new company to provide advanced telecommunications services. Such a

requirement would -- at a minimum -- double the investors' financial commitments.3

3 For example, Moultrie, and other rural telcos, will have to double the number of
employees they currently employ in order to staff a new entity. Since the pool ofqualified
applicants in Moultrie's service area is limited, Moultrie would have to find, recruit and hire
people from the surrounding areas. This recruitment process will have to include significant
monetary incentives to convince applicants to move or commute to Moultrie's rural service

(continued...)
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Moultrie's affiliate would be forced to pass those additional expenses resulting from

duplicative overheads on to its rural customers -- people who, generally, cannot afford an

increase in their communications services charges. As the Commission is well aware, rural

customers already face much higher communications costs than their urban counterparts.

There are few economies of scale in rural America to help lower the costs of providing

advanced, or any other, telecommunications services to customers there, to wit the necessity

for USF. On the other hand, the economies of scale are much higher in urban areas, and,

therefore, it is significantly less costly to provide telecommunications services to urban

customers. It is unreasonable to believe that folks in rural America would be willing to pay

exorbitant prices to receive advanced telecommunications services -- services that, for the

most part, would be unknown to the rural residents and viewed as a luxury that they could

not afford. Thus, if the Commission requires rural ILECs to form separate affiliates before

they are allowed to provide these services to their customers, given the high costs and low

economies of scale, it is likely that few rural ILECs will make the additional investments,

and rural customers will be deprived of these new telecommunications services.

3(...continued)
area. As outlined by the National Telephone Cooperative Association ("NTCA"), "a small
or rural telephone company will often have only ten or fifteen employees to perform all of
its functions, including the one or two people who do all ofthe installation and maintenance.
Not only may there be no pool ofqualified people from whom to choose, such an adventure
is incredibly expensive. The costs of finding, recruiting and hiring a new staff may be
prohibitive, especially considering that the costs ofproviding any service in rural areas are
higher than in urban areas." NTCA comments at page 6.
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The Commission also must recognize that rural ILECs often provide large financial

contributions to their communities by providing jobs to local residents. By the same token,

if rural ILECs suffer financial hardships by having to go to extreme, costly measures to

provide services, those hardships will be felt throughout these rural communities through

fewer jobs and lower wages. Furthermore, if a rural ILEC is unable to provide advanced

telecommunications services because it cannot afford to do so, that opens a window of

opportunity for a large, outside communications company to step in and fill the

communications void. However, that large company likely would provide little or no

economic benefits to the rural community, other than the provision of advanced

telecommunications services, because the company would require little or no actual presence

in the community and would draw money out of the community. That means fewer jobs,

lower wages and less wealth for rural America; ultimately resulting in death spirals for rural

communities.

II. The Economic Impossibilities of the Separate Affiliate Requirements

The NPRMasks ifthe Commission's proposed separate affiliate requirements should

apply to all LECs regardless ofsize.4 Moultrie, RTG, and NRTA/OPASTCO have assured

the Commission that rural telcos will not be financially able to deploy advanced

telecommunications services if they are forced to do so through these separate affiliate

4 NPRM at par. 98.
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requirements. See Moultrie comments at page 4-5, RTG comments at pages 8-9 and

NRTAJOPASTCO joint comments at pages 5-6.

As outlined in the NRTAJOPASTCO comments, the costs of undertaking the

Commission's separate affiliate requirements would undermine a rural telco's ability to

optimize the cost-effectiveness of using employees with multiple functions.

NRTAJOPASTCO joint comments at page 6. The end result would be unnecessarily high

costs to the investors which would, in tum, result in excessively higher prices charged to

rural customers. These prices would be so high that it would be impossible to make a

positive pro forma financial case for the initial investment in advanced telecommunications

services. Rural telcos must be able to take advantage oftheir existing economies ofscale -­

regardless of how small they are -- when determining whether or not to invest in the

technology necessary to offer advanced telecommunications services; otherwise, advanced

telecommunications services will prove too expensive for rural America. This result would

be unconscionable.

III. The Dynamic Impact ofRural ILECs on the Economies ofRural Communities

Like many rural telcos, Moultrie recycles its earnings by reinvesting in both its

existing company and the local community's economy. In addition, Moultrie places its

money with local banking institutions from which other rural companies borrow money,

rather than banking with out-of-state or financial institutions.
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Non-local companies can drain the financial resources of rural communities. For

example, if a large urban communications corporation headquartered in Chicago provided

services in rural Illinois, it likely would not provide financial support for the rural

communities it serves because it would not establish a presence in those communities.

However, the corporation would receive revenue from people living in rural Illinois in the

form offees it charges for its services. But rather than reinvesting those revenues in the rural

communities, it likely would invest those revenues in its own community -- Chicago. In

addition, the corporation would hire people living in Chicago -- not rural Illinois - adding

additional economic injury to the rural communities it serves.

On the other hand, Moultrie and other rural telcos employ local residents who

reinvest in the local community. The financial wherewithal of many rural communities is

buoyed by rural telcos because of the jobs the telcos provide rural residents and the

reinvestment of the residents' wages and company profits in their communities. Unlike

companies that are not locally based, Moultrie boosts the local economy by reinvesting in

the community.

If Moultrie is required to spend additional capital on unnecessary and duplicative

overhead for a separate affiliate to provide its rural communities with advanced

telecommunications services, neither Moultrie, its employees, nor the people to whom it

provides service will have the financial ability to reinvest in the local community or in the

company itself. The community as a whole -- and Moultrie's customers -- will suffer.

6
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V. Conclusion

Reply Comments Submitted 10/16/98

If adopted, the proposed separate affiliate requirements will prevent Moultrie and

other rural telcos from developing advanced telecommunications services due to the

extremely high costs ofproviding those services. In the end, few rural telecommunications

customers will have the opportunity to benefit from such services. Therefore, Moultrie

respectfully requests that the Commission not implement its proposed rules requiring

advanced telecommunications services affiliates for rural ILECs; rather, the Commission

must permit rural ILECs to directly provide advanced telecommunications services without

being subject to the onerous regulatory requirements found in Section 251 ofthe Act.

Respectfully submitted,

Moultrie Independent Telephone Company

David A. Irwin
Kevin M. Walsh
Tara S. Becht
Nathaniel J. Hardy (Bar Admission Pending)

By its Counsel

Irwin, Campbell & Tannenwald, P.C.
1730 Rhode Island Avenue, NW
Suite 200
Washington, DC 20036-3101
Tel. 202-728-0400
Fax: 202-728-0354

October 16, 1998
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